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OATH OR AFFIRMATION

Gregg Jurkiewicz
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Putnam Retail Management LP as

of December 31 20_11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Signature

Vice President

Title/1L /jJOjLoL

Notary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

L1 An Oath or Affirmation

copy of the SIPC Supplemental Report Filed Separately

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3



PUTNAM RETAIL MANAGEMENT LIMiTED PARTNERSHIP

SEC LD No 8-1306878

Statement of Financial Condition

asofDecember3l2011

and Independent Auditors Report

and Supplemental Report on Internal Control
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INDEPENDENT AUDITORS REPORT

To the Partners of Putnam Retail Management Limited Partnership

Boston Massachusetts

We have audited the accompanying statement of fmancial condition of Putnam Retail Management Limited

Partnership the Partnership wholly indirectly-owned subsidiary of Putnam Investments LLC as of

December 31 2011 that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

This fmancial statement is the responsibility of the Partnerships management Our responsibility is to

express an opinion on this fmancial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes consideration of

internal control over fmancial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Partnerships

internal control over fmancial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the fmancial statements

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall fmancial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion such fmancial statement presents fairly in all material respects the fmancial position of the

Partnership at December 31 2011 in conformity with accounting principles generally accepted in the

United States of America

As discussed in Notes and the Partnership has significant transactions with its parent and its affiliates

These financial statements may not necessarily be indicative of the financial position had the Partnership

been operated as an unaffiliated company

Our audit was conducted for the purpose of forming an opinion on the financial statement taken as whole

The unconsolidated supplemental schedule listed in the accompanying table of contents is presented for the

purpose of additional analysis and is not required part of the fmancial statement but is supplementary

information required by Rule 17a-5 under the Securities Exchange Act of 1934 This schedule is the

responsibility of the Partnerships management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statement Such schedule has been subjected to

the auditing procedures applied
in our audit of the financial statement and certain additional procedures

including comparing and reconciling such schedule directly to the underlying accounting and other records

used to prepare
the financial statement or to the financial statement itself and other additional procedures

in accordance with auditing standards generally accepted in the United States of America In our opinion

such schedule is fairly stated in all material respects in relation to the financial statement taken as whole

February 21 2012

Member of

Deloitte Touche Tohmatsu Limited



PUTNAM RETAIL MANAGEMENT LIMITED PARTNERSHIP

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and cash equivalents 70875066

Accounts receivable from distribution plans 29025551

Prepaid expenses and other assets 4013799

TOTAL ASSETS 103914416

LIABILITIES AND PARTNERS CAPITAL

Liabilities

Dealer commissions payable 20047000

Accrued compensation and employee benefits 1794678

Accounts payable and accrued expenses 13097492

Commissions payable for distribution plans 23591006

Total liabilities 58530176

Commitments and contingencies Note

Partners Capital 45384240

TOTAL LIABILITIES AND PARTNERS CAPITAL 103914416

The accompanying notes are an integral part of these financial statements



PUTNAM RETAIL MANAGEMENT LIMiTED PARTNERSHIP

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2011

ORGANIZATION

Putnam Retail Management Limited Partnership the Partnership is 99% owned subsidiary of Putnam

U.S Holdings LLC Holdings which is wholly indirectly-owned subsidiary of Putnam Investments

LLC the Parent or Putnam and 1% owned subsidiary of Putnam Retail Management GP Inc

wholly owned subsidiary of Holdings The Parent is majority indirectly-owned subsidiary of Great-West

Lifeco Inc Lifeco

The Partnerships primary business is the underwriting sale and distribution of shares of Parent-sponsored

mutual funds the Funds principally within the United States of America The Partnerships revenue is

largely dependent on the total value and composition of assets under management by Putnam Investment

Management LLC an affiliate of the Partnership which includes domestic and international equity and debt

portfolios Accordingly fluctuations in financial markets and in the composition of assets under

management affect revenue and results of operations

The Partnership acts as an introducing broker on fully disclosed basis All accounts are carried by and all

trades are cleared through National Financial Services LLC NFS The agreement between the

Partnership and NFS provides that the Partnership is obligated to assume any exposure related to

nonperformance by its customers The Partnership monitors its customer activity by reviewing information it

receives from NFS on daily basis requiring customers to deposit additional collateral or reduce positions

when necessary and reserving for doubtful accounts when necessary

The Partnership and its Parent have significant interdependencies as described in Note The

accompanying financial statement has been prepared from the separate records maintained by the

Partnership and may not be indicative of the conditions or the results of operations that would have existed

if the Partnership had been operated as an unaffiliated company

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Estimates

The financial statements are prepared in accordance with accounting principles generally accepted in the

United States of America which require management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

statement of financial condition Actual results could differ from these estimates

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and investments in money market funds which are readily

convertible into cash portion of the total investment in money market funds is in fund that is sponsored

by an affiliate

Investments in money market funds of $40047258 are measured at fair value on recurring basis on the

Statement of Financial Condition based on the quoted net asset value

The Partnerships assets and liabilities recorded at fair value have been categorized based upon the

following fair value hierarchy description



PUTNAM RETAIL MANAGEMENT LIMiTED PARTNERSHIP

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER31 2011

Level inputs utilize observable quoted prices unadjusted in active markets for identical assets or

liabilities that the Partnership has the ability to access Financial assets and liabilities utilizing Level inputs

include actively exchange-traded debt and equity securities and publicly-traded
mutual funds with quoted

market prices

Such investments are classified as Level as defined above There were no reclassifications between levels

during the year There were no other assets or liabilities measured by the Partnership at fair value

Dealer Commissions Payable

These costs include the commissions paid by the Partnership to the selling broker at the time of the sale of

certain other back-end load share classes of mutual funds

Commissions Payable for Distribution Plans

Trail commissions are paid when due

Income Taxes

The Partnership is taxed as corporation for federal and state tax purposes

The Partnership participates in tax sharing agreement with U.S affiliate of Lifeco It accounts for

income taxes under the modified separate return method Accordingly the current and deferred tax

provision recorded by the Partnership represents
how the Partnership would have computed its provision had

it filed separate federal and state tax returns

Under an agreement with the Parent the Partnership records via an intercompany transaction with the Parent

the amount of its net current and deferred tax provision or benefit The Parent assumes ultimate

responsibility
for the payment of all taxes in accordance with federal state and local laws As result of

this agreement the Partnership had no current or deferred tax liabilities or assets recorded on its statement

of financial condition at December 31 2011 rather such amounts are offset with other intercompany

balances with Parent

As of December 31 2011 the Partnership does not have any accrued interest and penalties Each of the

Partnerships tax returns filed in the five-year period ended December 31 2011 remain subject to

examination by U.S federal state local or non-U.S tax authorities

RISK MANAGEMENT

The Company has policies relating to the identification measurement monitoring mitigating and

controlling of risks associated with financial instruments The key risks related to financial instruments are

credit risk liquidity risk and market risk currency interest rate and equity Certain risks have been

outlined below

The Company has established policies and procedures designed to identify measure and report
all material

risks Management is responsible for establishing capital management procedures for implementing and

monitoring the capital plan The Board of Directors of the Parent reviews and approves all capital

transactions undertaken by management



PUTNAM RETAIL MANAGEMENT LIMITED PARTNERSHIP

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2011

Credit Risk

Credit risk is the risk of financial loss resulting from the failure of debtors making payments when

due The Partnership monitors its credit risk management policies continuously to evaluate their

effectiveness The maximum credit exposure is the carrying
value of the assets on the Statement of

Financial Condition

Liquidity Risk

Liquidity
risk is the risk that the Partnership will not be able to meet all cash outflow obligations as

they come due The following policies and procedures are in place to manage this risk

The Partnership closely manages operating liquidity through cash flow matching of assets and

liabilities

The Partnership has the financial support of its Parent which maintains $500000000 revolving

credit agreement with consortium of banks

The Partnership does not have significant amount of financial assets that are past
due

The Partnership anticipates
that its financial liabilities will mature within the next fiscal year

Market Risk

Market risk is the risk that the fair value or future cash flows of financial instrument will fluctuate

as result of changes in market factors which include two types interest rate including related

inflation risk and equity
risk

Interest Rate Risk

Interest rate risk exists if asset and liability cash flows are not closely matched and interest rates

change causing difference in value between the asset and liability The Partnerships primary

exposures to interest rate risk arise from revenue earned on the distribution of funds sponsored by

the Parent

iiEquity Risk

Equity risk is the uncertainty associated with the valuation of assets arising from changes in

equity markets The Partnerships primary exposure to equity risk arises from revenue earned by

the Partnership that is dependent on the equity and debt portfolios
of Putnam Investment

Management LLC PIM sponsored funds

NET CAPITAL REQUIREMENTS

As registered
broker/dealer the Partnership is subject to the Securities and Exchange Conimission

SEC and the Financial Industry Regulatory Authoritys FINRA regulations
and operating guidelines

including Rule 15c3-1 of the Securities Exchange Act of 1934 the Exchange Act which requires the

Partnership to maintain minimum amount of Net Capital as defined by SEC Rule 5c3- equal to the

greater
of $25000 or 6-2/3% of Aggregate Indebtedness as defined by SEC Rule 5c3- In addition the

Partnership is required to maintain Ratio of Aggregate Indebtedness as defined by SEC Rule 5c3- not

to exceed 15 to

The Partnerships net capital as computed pursuant to Rule 15c3-1 was $35134952 at December 31 2011

which was greater
than the required net capital

of $3902014 by $31232938 The ratio of aggregate

indebtedness to net capital at December 31 2011 was 1.67 to



PUTNAM RETAIL MANAGEMENT LIMITED PARTNERSHiP

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2011

EXEMPTION FROM RESERVE AND SECURITY CUSTODY REQUIREMENTS PURSUANT
TO RULE 15c3-3

The Partnership is exempt from the reserve requirements of Rule 5c3-3 of the Exchange Act under the

provision of subparagraph k2ii thereof as its transactions are cleared through another broker/dealer on

fully-disclosed basis All customer funds are promptly transmitted and all securities received in

connection with activities as broker/dealer are promptly delivered The Partnership does not otherwise

hold funds or securities for or owe money or securities to customers

TRANSACTIONS WITH PARENT

Intercompany balances with Parent

The Partnership instructs its customers to remit cash directly to the Parent and instructs the Parent to

disburse cash on its behalf The Parent also allocates certain expenses to the Partnership Accounts

receivable from/payable to Parent
represents

the net of intercompany transactions between the Partnership

and the Parent due to the above mentioned receipt and payment of cash by the Parent on its behalf ii
the recording of expense and iii the previously described tax sharing arrangements As of December 31

2011 the Partnership had net intercompany payable balance The Partnership has an agreement with the

Parent where if the Partnership has an intercompany payable balance the Parent will forgive the debt This

forgiveness of debt resulted in an increase to Partners Capital of $7320516 at December 31 2011

Prepaid Dealer Commissions

These costs include the commissions paid by the Partnership to the selling broker at the time of the sale of

back-end load share classes of mutual funds Class and Funds Sales commissions paid by the

Partnership to brokers in connection with the sale of Class and Funds are capitalized as prepaid dealer

commissions in the consolidated balance sheets of the Parent and are amortized by the Parent over the

period in which the shareholder is subject to contingent deferred sales charge which is charged to the

shareholder in the event of early shareholder redemption The amortization period of prepaid dealer

commissions during which amortization expense is charged on straight-line basis does not exceed six

years

Capital Contributions from the Parent

During 2011 the Parent contributed $61000000 of capital in the form of cash and cash equivalents and

$7320516 of capital in the form of forgiveness of debt to the Partnership The Partnership anticipates

continued cash flow shortfall The Parent is committed to the continued funding of the Partnerships

operations through fiscal 2012

COMMITMENTS AND CONTINGENCIES

From time to time the Partnership is subject to legal actions including class actions arising in the normal

course of business It is not expected that any of these legal actions will have material adverse effect on

the financial position of the Partnership

In addition the Partnership receives inquiries including requests for documents and information in the

course of its business from various state and federal regulators inquiring about certain of the Partnerships

policies and procedures Each of these matters is handled in the ordinary course of business The

Partnership fully responds to these requests and fully cooperates with all regulatory inquiries



PUTNAM RETAiL MANAGEMENT LIMiTED PARTNERSHIP

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2011

Indemnfied Matters

Marsh McLennan Companies Inc Putnams former parent company will indemnify Lifeco with respect

to certain Putnam-related litigation and regulatory matters following August 2007 the date Lifeco

acquired Putnam This includes but is not limited to regulatory and civil matters and litigation involving

excessive short-term trading by certain former employees of the Parent and shareholders in shares of the

Funds and alleged market timing and late trading activities in the Funds

SUBSEQUENT EVENTS

The Partnership evaluated subsequent events and transactions occurring after December 31 2011 through

February 21 2012 the date this financial statement was issued The Partnership is not aware of any

subsequent events which would require recognition or disclosure in the financial statement



PUTNAM RETAIL MANAGEMENT LIMITED PARTNERSHIP

COMPUTATION OF NET CAPITAL

DECEMBER 31 2011

CAPITAL

Partners Capital 45384240

DEDUCTIONS

Nonallowable assets

Unsecured receivables 140801

Property and equipment net 13860

Prepaid expenses and other assets 3859137

Accounts receivable from mutual funds for distribution plans net of

commissions payable for distribution plans 5434545

Total nonallowable assets 9448343

OTHER DEDUCTIONS 800945

NET CAPITAL 35134952

AGGREGATE INDEBTEDNESS
Dealer commissions payable 20047000
Accrued compensation and employee benefits 1794678

Accounts payable and accrued expenses 13097492

Commissions payable for distribution plans 23591006

TOTAL AGGREGATE INDEBTEDNESS 58530176

MINIMUM NET CAPITAL REQUIREMENT OF BROKER OR DEALER
The greater of 6-2/3% of aggregate indebtedness as defined or $25000 3902014

EXCESS NET CAPITAL 31232938

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 1.67 to

RECONCILIATION WITH PARTNERSHIPS COMPUTATION INCLUDED IN PART hA OF
FORM X-17A-5 AS OF DECEMBER 31 2011

PARTNERS CAPITAL AS REPORTED IN PARTNERSHIPS UNAUDITED
FOCUS REPORT 45255526

EFFECTS OF CAPITALIZING ADDITIONAL CONSULTING LABOR 128714

PARTNERS CAPITAL REVISED PER ABOVE 45384240

PREPAID EXPENSES AND OTHER ASSETS AS REPORTED IN PARTNERSHIPS UNAUDITED
FOCUS REPORT 3730423

EFFECTS OF CAPITALIZING ADDITIONAL CONSULTING LABOR 128714

PREPAID EXPENSES AND OTHER ASSETS REVISED PER ABOVE 3859137
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February 21 2012

Putnam Retail Management Limited
Partnership

One Post Office Square

Boston Massachusetts 02109

In planning and performing our audit of the financial statements of Putnam Retail Management Limited

Partnership the Partnershipan indirect wholly owned subsidiary of Putnam Investments LLC as of

and for the year ended December 31 2011 on which we issued our report dated February 21 2012 and

such report expressed an unqualified opinion on those financial statements in accordance with auditing
standards generally accepted in the United States of America we considered the Partnerships internal

control over financial reporting internal control as basis for designing our auditing procedures for

the purpose of expressing our opinion on the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Partnerships internal control Accordingly we do not express an

opinion on the effectiveness of the Partnerships internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Partnership including consideration of

control activities for safeguarding securities This study included tests of compliance with such practices
and procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the

periodic computations of aggregate indebtedness and net capital under Rule 7a-3a 11 and for

determining compliance with the exemptive provisions of Rule 5c3-3 Because the Paiinership does not

carry securities accounts for customers or perform custodial functions relating to customer securities we
did not review the practices and procedures followed by the Partnership in making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required by Rule

7a- 13 or in complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the
Partnership is responsible for

establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Partnership has
responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above
error or fraud may occur and not be detected Also projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

Member of

Deloitte Touche Tohmatsu Limited



deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis sign jficant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important
enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Partnerships financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Partnerships practices and procedures
as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of management the SEC Financial Industry

Regulatory Authority and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their
regulation of registered broker-dealers and is not intended to be and

should not be used by anyone other than these specified parties

Yours truly LLLiP


